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THE HON’BLE SRI JUSTICE P. NAVEEN RAO
AND
THE HON’BLE SMT JUSTICE P. SREE SUDHA

CIVIL REVISION PETITION No.21 of 2021

ORDER: (Per Hon’ble Sri Justice P.Naveen Rao)

Heard Sri M.R.K. Chakravarthy, learned counsel for the
petitioners, and Sri Duvva Pavan Kumar, learned counsel for the

respondents.

2. The 1st respondent filed A.O.P.No.40 of 2020 in the Court of
IX Additional Chief Judge, City Civil Court at Hyderabad (the Trial
Court), under Section 9 of the Arbitration and Conciliation Act,
1996 (the short, ‘the Act of 1996’) praying to grant injunction
restraining petitioners/respondent Nos.2 and 3 from taking action
or exercising the rights in connection with the management of
M/s. Sagarasia Global LLP (the LLP), changing the management of
the LLP and direct the petitioners/respondent Nos.2 and 3 to keep
the petitioners informed about the operations and management of
the LLP. The Trial Court granted ex-parte injunction and directions

as prayed by the 1st respondent.

3. The Petitioners filed I.A.No0.551 of 2020 under Order VII Rule
11(d) of the Code of Civil Procedure, praying the Trial Court to
reject the A.O.P.No.40 of 2020. The petitioners contended that the
subject matter of A.O.P., is a commercial dispute and therefore,
only the Commercial Court has jurisdiction to entertain and
consider the said application under Section 9 of the Act of 1996.

Repelling their contentions, the I.A., was dismissed by order dated
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09.11.2020. Challenging the said decision, this Civil Revision

Petition is filed.

4. According to the learned counsel for petitioner, the first
respondent holds 15 % stake in the LLP, which comes to Rupees
fifteen lakhs and total contribution of all partners is Rupees one
crore. There is an inter se dispute among the partners arising out
of LLP and therefore the dispute is a commercial dispute and all
applications under the Act, 1996 have to be moved only before a
Commercial Court and not before a Civil Court. He would submit
that deliberately the first respondent did not specify the value
when he first presented application under Section 9 of the Act,
1996 before the Commercial Court. Further, as facts are clear and
as understood by the first respondent, in Arbitration Application
No.61 of 2020 filed before this Court under Section 11 of the Act,
1996 to appoint an Arbitrator and for allied reliefs what is urged in
the A.O.P 40 of 2020 is a commercial dispute and Civil Court has

no jurisdiction to deal with such application.

5. Per contra, according to learned counsel for the first
respondent, the dispute is purely among the partners and is
limited to the extent of failure of commitments and obligations
under the LLP and by the time A.O.P No. 40 of 2020 was filed
valuation was not quantified, as such, the Commercial Court has
no jurisdiction. Therefore, the Civil Court alone has jurisdiction to

decide the application under Section 9 of the Act, 1996.

6. The Trial Court held that the dispute is between the partners
of LLP and other documents which relate to independent

agreements are no way connected to the dispute among the
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partners on functioning of the LLP. The Trial Court also agreed
with the contention of 1st respondent that as of now, the value is
not quantified and therefore, the jurisdiction of the Commercial

Court cannot be ascertained.

7. The issue for consideration is whether the Civil Court erred
in entertaining A.O.P No.40 of 2020 under Section 9 of the Act of

1996.

8. To the extent relevant to decide the issue, the facts are as
under:

Petitioners and respondents formed the LLP by executing
Limited Liability Partnership Agreement dated 19.04.2019 under
the Limited Liability Partnership Act, 2008. As per the terms of
Agreement LLP was formed by investing Rs.10,00,000.00/- (rupees
ten lakhs). On 16.05.2019, supplementary agreement was
executed raising the capital contribution to Rs.1,00,00,000.00/-
(rupees one crore). The contribution of first respondent was
Rs. 15,00,000/- (Rupees fifteen lakhs only) which comes to 15 % of
the total contribution of all partners. His share in profits/losses of
the LLP is pegged at 15 %. Differences arose among the partners
leading to 1st respondent filing A.O.P.No.40 of 2020 in the Trial
Court to seek protection of his interest pending commencement of
arbitral proceedings. The 1st respondent also filed Arbitration
Application No.61 of 2020 before this Court, praying to appoint
sole Arbitrator to adjudicate the claims and disputes and to declare
the appointment of 5th respondent therein as Arbitrator as null and

void.
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9. To appreciate the respective submissions, it is necessary to
consider the scope of Section 2 (1) (¢)!, Section 2 (1) (i)2, Sections
63, 10 (3)%, and 125 of the Commercial Courts Act, 2015;
Section 9% of the Arbitration and Conciliation Act, 1996. To the

extent relevant the provisions are extracted in the footnote.

! The Commercial Courts Act, 2015:
Section 2-Definitions: (1) In this Act, unless the context otherwise requires:-
... (c) “commercial dispute” means a dispute arising out of—

(xv) partnership agreements;

2 Section 2 (1) (i) “Specified Value”, in relation to a commercial dispute, shall mean the value of the
subject-matter in respect of a suit as determined in accordance with section 12 1[which shall not be
less than three lakh rupees] or such higher value, as may be notified by the Central Government.

3 6. Jurisdiction of Commercial Court—The Commercial Court shall have jurisdiction to try all suits and
applications relating to a commercial dispute of a Specified Value arising out of the entire territory of the State over
which it has been vested territorial jurisdiction.

Explanation.—For the purposes of this section, a commercial dispute shall be considered to arise out of the entire
territory of the State over which a Commercial Court has been vested jurisdiction, if the suit or application relating
to such commercial dispute has been instituted as per the provisions of sections 16 to 20 of the Code of Civil
Procedure, 1908 (5 of 1908).

4 10. Jurisdiction in respect of arbitration matters.—Where the subject-matter of an arbitration is a commercial
dispute of a Specified Value and—

(3) If such arbitration is other than an international commercial arbitration, all applications or appeals arising out
of such arbitration under the provisions of the Arbitration and Conciliation Act, 1996 (26 of 1996) that would
ordinarily lie before any principal civil court of original jurisdiction in a district (not being a High Court) shall be
filed in, and heard and disposed of by the Commercial Court exercising territorial jurisdiction over such arbitration
where such Commercial Court has been constituted.

5 12. Determination of Specified Value.—(I) The Specified Value of the subject-matter of the commercial dispute
in a suit, appeal or application shall be determined in the following manner:—

(a) where the relief sought in a suit or application is for recovery of money, the money sought to be recovered in the
suit or application inclusive of interest, if any, computed up to the date of filing of the suit or application, as the
case may be, shall be taken into account for determining such Specified Value;

(b) where the relief sought in a suit, appeal or application relates to movable property or to a right therein, the
market value of the movable property as on the date of filing of the suit, appeal or application, as the case may be,
shall be taken into account for determining such Specified Value;

(o) where the relief sought in a suit, appeal or application relates to immovable property or to a right therein, the
market value of the immovable property, as on the date of filing of the suit, appeal or application, as the case may
be, shall be taken into account for determining Specified Value; 1[and]

(d) where the relief sought in a suit, appeal or application relates to any other intangible right, the market value of
the said rights as estimated by the plaintiff shall be taken into account for determining Specified Value; 2* * *

3* * Kk Kk Kk

(2) The aggregate value of the claim and counterclaim, if any as set out in the statement of claim and the
counterclaim, if any, in an arbitration of a commercial dispute shall be the basis for determining whether such
arbitration is subject to the jurisdiction of a Commercial Division, Commercial Appellate Division or Commercial
Court, as the case may be.

6

The Arbitration and Conciliation Act, 1996:
9. Interim measures, etc., by Court.—3[(1)] A party may, before or during arbitral proceedings or at any time
after the making of the arbitral award but before it is enforced in accordance with section 36, apply to a court—

(&) for an interim measure of protection in respect of any of the following matters, namely:—

(a) the preservation, interim custody or sale of any goods which are the subject-matter of the arbitration
agreement;

(b) securing the amount in dispute in the arbitration;

(9 the detention, preservation or inspection of any property or thing which is the subject-matter of the dispute in
arbitration, or as to which any question may arise therein and authorising for any of the aforesaid purposes any
person to enter upon any land or building in the possession of any party, or authorising any samples to be taken
or any observation to be made, or experiment to be tried, which may be necessary or expedient for the purpose of
obtaining full information or evidence;

(d) interim injunction or the appointment of a receiver;

(e) such other interim measure of protection as may appear to the Court to be just and convenient,
and the Court shall have the same power for making orders as it has for the purpose of, and in
relation to, any proceedings before it.

4[(2) Where, before the commencement of the arbitral proceedings, a Court passes an order for any
interim measure of protection under sub-section (1), the arbitral proceedings shall be commenced
within a period of ninety days from the date of such order or within such further time as the Court
may determine.

(3) Once the arbitral tribunal has been constituted, the Court shall not entertain an application
under sub-section (1), unless the Court finds that circumstances exist which may not render the
remedy provided under section 17 efficacious.]
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10. The Commercial Courts Act, 2015 is enacted with avowed
object of ensuring speedy disposal of Commercial Disputes. It now
vests exclusive jurisdiction to decide commercial disputes on the
Commercial Courts at the District level and on the Commercial
Division in the High Court. @ The Commercial Courts have
jurisdiction to deal with all disputes which are commercial in
nature, a dispute including among the partners of the LLP, whose
specified value is not less than rupees three lakhs. In a
commercial dispute the Commercial Court alone has jurisdiction to

deal with applications filed under Section 9 of the Act of 1996.

11. The definition of “commercial dispute” as incorporated in
Clause (c) of Section 2 (1) has very wide amplitude, limited only by
Sub Clause (i), i.e., ‘specified value’. The definition includes disputes

arising out of partnership agreements.

12. Clause (i) of Section 2 (1) of the Act of 2015, defines
determination of “specified value” in accordance with Section 12 of
the Act of 2015. A dispute inter parties can become a commercial
dispute only when the specified value is more than Rs.3,00,000/-,

ousting the jurisdiction of Civil Courts.

13. Section 6 deals with jurisdiction of Commercial Court. The
Commercial Court has jurisdiction to try all suits and applications

relating to ‘commercial disputes’ of a ‘specified value’.

14. Section 12 envisages how to determine ‘specified value’. Sub-
Clause (a) and (d) of Sub Section (1) are relevant for the purpose of
this case. Clause (a) deals with recovery of money. In a claim to

recover money, the specified value has to be determined based on
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the money sought to be recovered in the suit or application,
inclusive of interest if any, computed up to the date of filing of the
suit or application. According to Clause (d), where the relief
sought in a suit, appeal or application relates to any other
“intangible right”, the market value of the said right as estimated by
the plaintiff should be taken into account for determining Specified

Value.

15. Sub-section 2 deals with different contingency. It envisages
the aggregate value as set out in the claim and counterclaim. The
statement of claim and the counterclaim, if any, in an arbitration
application in a commercial dispute can be the basis for
determining whether such dispute is amenable to the jurisdiction

of a Commercial Division or Commercial Court.

16. Section 12 employs the derivatives of the word ‘determine’,
i.e., ‘determination’ and ‘determining’. ‘Determine’ literally means ‘to
decide’, ‘to come to a conclusion’. It is apparent from plain reading of
Section 12, it mandates the Court to ‘determine’ the ‘specified value’
of the dispute. It does not leave it to the claimant/ petitioner/
applicant to decide. The factors mentioned in clauses (a) and (d) of
sub-section (1) and sub-section (2) are intended to aid and assist
the Court to ‘determine’ the -‘specified value’. As a corollary, the
thrust of the Section is on the Court to ‘determine’ ‘specified value’
even when the claimant/petitioner/applicant does not state the
value of his claim. The intendment of the Act is clearly discernible

from the text and the texture of the provisions.

17. The Court is relieved of its assignment to ‘determine’ when

the litigant is fair and honest in his pleadings. It has onerous
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responsibility to determine whether the dispute in a given case is a
commercial dispute or a civil dispute when the litigant resorts to
‘hide and seek’, ‘pick and choose’ the facts he likes to disclose and
to suppress/keep back other facts which are germane to decide the

jurisdiction.

18. The legislature seemingly left a vacuum on a situation as in
this case. Then the question is, can it be left to the vagaries of
litigant and allow him to choose the forum by playing around.
When there is a vacuum, seemingly or otherwise, in the statute,
Court can take recourse to interpretative process to understand

the objective of the Act and intendment of the legislature.

19. In Shailesh Dhairyawan Vs Mohan Balkrishna Lulla’,
Hon’ble Justice A.K.Sikri in his concerning judgment, eloquently
dealt with principles of statutory interpretation. Learned Judge

said as under:

“31. ..The principle of “purposive interpretation” or “purposive
construction” is based on the understanding that the court is
supposed to attach that meaning to the provisions which serve
the “purpose” behind such a provision. The basic approach is to
ascertain what is it designed to accomplish? To put it otherwise,
by interpretative process the court is supposed to realise the goal
that the legal text is designed to realise. As Aharon Barak puts it:

“Purposive interpretation is based on three
components: language, purpose, and discretion.
Language shapes the range of semantic possibilities
within which the interpreter acts as a linguist. Once
the interpreter defines the range, he or she chooses
the legal meaning of the text from among the
(express or implied) semantic possibilities. The
semantic component thus sets the limits of
interpretation by restricting the interpreter to a legal
meaning that the text can bear in its (public or

private) language.” [ Aharon Barak, Purposive
Interpretation in Law (Princeton University Press,
2005).]

32. Of the aforesaid three components, namely, language,
purpose and discretion “of the court’, insofar as purposive
component is concerned, this is the ratio juris, the purpose at the

’ (2016) 3 SCC 619



PNR,J & PSS,J
CRP No.21 of 2021

-10 -

core of the text. This purpose is the values, goals, interests,
policies and aims that the text is designed to actualise. It is the
function that the text is designed to fulfil.

33. We may also emphasise that the statutory interpretation of a
provision is never static but is always dynamic. Though the literal
rule of interpretation, till some time ago, was treated as the
“golden rule”, it is now the doctrine of purposive interpretation
which is predominant, particularly in those cases where literal
interpretation may not serve the purpose or may lead to
absurdity. If it brings about an end which is at variance with the
purpose of statute, that cannot be countenanced. Not only legal
process thinkers such as Hart and Sacks rejected intentionalism
as a grand strategy for statutory interpretation, and in its place
they offered purposivism, this principle is now widely applied by
the courts not only in this country but in many other legal
systems as well.

20. In State of U.P. vs. Dr. Vijay Anand Maharaj®, Hon’ble

Supreme court observed that,

“8. .... But it is said, relying upon certain passsages in Maxwell
on the Interpretation of Statutes, at p. 68, and in Crawford on
“Statutory Construction” at p. 492, that it is the duty of the
Judge “to make such construction of a statute as shall
suppress the mischief and advance the remedy”, and for
that purpose the more extended meaning could be
attributed to the words so as to bring all matters fairly
within the scope of such a statute even though outside the
letter, if within its spirit or reason. But both Maxwell and
Crawford administered a caution in resorting to such a
construction. Maxwell says at p. 68 of his book:

“The construction must not, of course, be strained to
include cases plainly omitted from the natural
meaning of the words.”

Crawford says that a liberal construction does not justify an
extension of the statute's scope beyond the contemplation of the
legislature. The fundamental and elementary rule of
construction is that the words and phrases used by the
legislature shall be given their ordinary meaning and shall be
construed according to the rules of grammar. When a language
is plain and unambiguous and admits of only one meaning, no
question of construction of a statute arises, for the Act speaks
for itself. It is a well-recognized rule of construction that
the meaning must be collected from the expressed
intention of the legislature.” (emphasis supplied)

21. In New India Assurance Co. Ltd., v. Nusli Neville Wadia®

“51. ..... With a view to read the provisions of the Act in a proper
and effective manner, we are of the opinion that literal
interpretation, if given, may give rise to an anomaly or absurdity
which must be avoided. So as to enable a superior court to
interpret a statute in a reasonable manner, the court must place
itself in the chair of a reasonable legislator/author. So done, the

& AIR 1963 SC 946
° (2008) 3 SCC 279
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rules of purposive construction have to be resorted to which
would require the construction of the Act in such a manner so as
to see that the object of the Act is fulfilled, which in turn would
lead the beneficiary under the statutory scheme to fulfil its
constitutional obligations as held by the Court inter alia in
Ashoka Marketing Ltd. [(1990) 4 SCC 406]”.

22. The principles that can be culled out from precedent
decisions are:

(i) By interpretative process the court is supposed to realize
the goal that the legal text is designed to realize;

(ii)) The purpose of the Act is values, goals, interests, policies
and aims it intends to achieve;

(iii) Court should resort to purposive interpretation and not
literal interpretation that may lead to absurdity;

(iv) It shall be the duty of the Court to make such
construction of a statute as shall suppress mischief and advance
the remedy;

(v) More extended meaning can be attributed to the words so
as to bring all matters fairly within the scope of a statute even
though outside the letter, if within its spirit or reason;

(vi) Meaning must be collected from the expressed intention
of the legislature;

(vii) Court must place itself in the chair of a reasonable

legislator/author.

23. In Ambalal Sarabhai Enterprises Ltd. v. K.S. Infraspacel?,
Hon’ble Justice R.Banumathi, in her concurring judgment

observed as under:

“42. The object and purpose of the establishment of Commercial
Courts, Commercial Divisions and Commercial Appellate Divisions of
the High Court is to ensure that the cases involved in commercial
disputes are disposed of expeditiously, fairly and at reasonable cost

10 (2020) 15 SCC 585
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to the litigants. Keeping in view the object and purpose of the
establishment of the Commercial Courts and fast tracking procedure
provided under the Act, the statutory provisions of the Act and
the words incorporated thereon are to be meaningfully
interpreted for quick disposal of commercial litigations so as to
benefit the litigants especially those who are engaged in trade and
commerce which in turn will further economic growth of the country.
On the above reasonings, I agree with the conclusion arrived at by
my esteemed Brother A.S. Bopanna, J.” (emphasis supplied)

24. The Commercial Courts are established with avowed object
to fast tract all disputes which have commercial stake. The Act
intends to erase the impression world over that in India, litigation
takes long years. Multinational companies were reluctant to invest
in India for fear of litigation taking long time to resolve. Therefore,
the Act gives wide import to ‘commercial dispute’ and brings within
its fold all disputes commercial in nature whose specific value is
more than three lakhs, so that such disputes can be put into fast
track mode. It is to be noted that commercial Courts are not
inferior to civil Courts. They are presided over by experienced
judicial officers. It envisages detailed procedure of adjudication
and above all, early disposal of dispute. Having regard to object of
Commercial Courts Act, 2015, even when a party to a claim or
application or suit does not specify the value of claim in an
application filed under Section 9 of the Act, 1996 before a
Commercial Court, and/or before a Civil Court, the Court has to
‘determine’ whether the dispute is a commercial dispute or a civil

dispute.

25. In the case on hand, when first respondent filed application
under Section 9 of Act, 2016 before the Civil Court, he has not
specified the value of the claim. Therefore, it is for the civil Court

to ‘decide’ the ‘specified value’.
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26. From the narrative of 1st respondent in his pursuit of
litigation against his partners in LLP, it is apparent that he was
subjected to huge loss in monetary terms by actions and conduct
of his partners and the same to be recovered. In A.O.P.No.40 of
2020, the 1st respondent alleged that his partners were unjustly
enriching themselves at his cost and the application is filed to
protect his interests and to prevent further loss/wrongful loss.
Though, in the application under Section 9 of the Act, 1996 he
does not quantify the alleged loss caused to him, in his application
under Section 11 of the Act, 1996, he has assessed the losses

sustained by him at Rs.20 crores.

27. In the absence of disclosure of value by the first respondent,
deliberate or otherwise, the Court is required to take up the
onerous responsibility of ‘deciding’ the c‘specified value’. For this
purpose, the Court is required to look into the surrounding facts to
assess whether the Civil Court has jurisdiction or aggrieved person
has to go before the Commercial Court. The contribution by all the
partners to the LLP is now Rs.1,00,00,000/-(Rupees one crore) and
contribution of first respondent is Rs.15,00,000 (Rupees fifteen
lakhs). His share in profit and loss is pegged at 15%. He alleges
that he is subjected to losses due to conduct of business by other
partners. Further, in column 8 of Arbitration Application No.61 of
2020 under Section 11 of the Act of 1996 before this Court for
appointment of Arbitrator, the first respondent has specified the
tentative value of his claim as Rs.20,00,00,000/- (Rupees twenty
crores only) subject to final computation. He has also admitted
that his capital contribution to LLP was Rs.15,00,000/-. This

application was filed on 24.09.2020 i.e., within two months of filing
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of arbitration O.P.No.40 of 2020. Within two months the value
cannot multiply from unspecified / zero to Rs.20,00,00,000/-.
Thus, the 1st respondent was aware that he was subjected to huge
losses due to the conduct of partners in the LLP and that his
interests are required to be protected to recoup the loss caused to
him, compelling him to move applications, under Sections 9 and

11 of the Act, 1996.

28. Thus, admittedly, there is a dispute between the partners of
LLP, arising out of the partnership agreement and according to
first respondent he was subjected to huge loss of Rs,20,00,00,000
(Rupees twenty crore). This is the “specified value”. That being so,

what is agitated by the 1st respondent is a commercial dispute.

29. The Civil Court misdirected itself in not appreciating the
contentions urged and confining its consideration to
non-disclosure of the value. The Trial Court failed to appreciate
that by the time the I.A.No.551 of 2021 was considered, the 1st
respondent already filed the Arbitration Application before this
Court, where his contribution to LLP is claimed as Rs.15,00,000/-
(Rupees fifteen lakhs only) and alleged loss caused to him
tentatively quantified at Rs.20,00,00,000/- (Rupees twenty crore).
The fact that 1st respondent filed Arbitration Application with
above claim was also noticed by the trial Court. The Trial Court
also failed to appreciate that there is a dispute inter-se the partners
of LLP and that dispute arises out of the terms of partnership
agreement. The Trial Court misdirected itself in observing that
other agreements were independent of the LLP agreement. While

considering the issue of jurisdiction of civil Court to entertain an
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application under section 9 of the Act, 1996 in a dispute among
the partners of LLP, the Court need not go into the question
whether the other agreements are independent of LLP agreement.
The dispute among the petitioners and respondents forming part of
LLP arising out of partnership agreement, whose specified value is
more than Rs.3,00,000/- is a commercial dispute and the
Commercial Court alone has jurisdiction to deal with application

filed by the first respondent under section 9 of the Act, 1996.

30. For the aforesaid reasons, the order in I.A.No.551 of 2020 in
Arbitration O.P.No.40 of 2020 on the file of IX Additional Chief
Judge, City Civil Court at Hyderabad is set aside, Arbitration O.P.
No. 40 of 2020 on the file of IX Additional Chief Judge, City Civil
Court at Hyderabad is dismissed and the Civil Revision Petition is
allowed. However, liberty is granted to 1st respondent to avail
remedy under Section 9 of the Act, 1996 before the Commercial
Court, if so advised and if otherwise entitled in law. Pending

miscellaneous petitions if any shall stand closed.

JUSTICE P.NAVEEN RAO

JUSTICE P.SREE SUDHA

Date: 07.01.2022
PT/KKM

Note: L.R.copy to be marked: Yes
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